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DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSIS OF BILL ASINTRODUCED FEBRUARY 20, 1998, AND AS AMENDED
MAY 26 AND JUNE 16, 1998, AND JULY 9, 1998, STILL APPLY.

X OTHER - See comments below.

SUWARY OF BI LL

Under the Personal Incone Tax Law (PITL) and the Bank and Corporation Tax Law
(B&TCL), this bill would allow a tax credit to taxpayers who contribute rea
property to the state, approved | ocal governnents, or approved nonprofit
organi zati ons designated by the state or |ocal government. The anmount of tax
credit would equal 55% of the fair market value of the qualified contribution.

Thi s anal ysis addresses the provisions of the bill that pertain to the tax
i ncentives.

SUWVARY OF AMENDMENT

The July 21, 1998, amendnment renoved the provision declaringthat the Franchise
Tax Board (FTB) could not issue an opinion that a contribution qualifies as a
charitable contribution pursuant to the Internal Revenue Code (IRC) unless it
received a formal ruling fromthe Internal Revenue Service (IRS) or a copy of a
formal ruling issued by the IRS to a California taxpayer that the entire val ue of
a contribution of qualified property could be deducted as a charitable
contribution pursuant to the IRC

The July 21, 1998, amendnent specified that the anmount of the credit would be
equal to 55% of the FMW and renoved the provision declaring that the Secretary of
t he Resources Agency woul d determ ne the percentage eligible for the credit, not
to exceed 55% of the FM.

The July 21, 1998, amendnment nade ot her technical changes to the PRC

Board Position: Department/Legislative Director Date
S NA __X__NF
SA @) NAR
N OUA PENDING .
- Johnnie Lou Rosas 8/6/98

G:\BILL ANALYSES FOR ESSTECH\NOT CONVERTED\SB2080_072198.D0C
LSB TEMPLATE (rev. 6-98) 08/21/98 10:55 AM



Senate Bill 2080 (O Connell)
Amended July 21, 1998
Page 2

Except for the discussion of anendnents above, the departnent's anal yses of the
bill as introduced February 20, 1998, and as anended May 26 and June 16, 1998,
and July 9, 1998 still apply. The policy considerations that still apply and the
new t echni cal consideration arising fromthe anmendnents are stated bel ow

SPECI FI C FI NDI NGS

Techni cal Consi deration

The departnent does not adm nister the IRC, therefore an FTB opi ni on whet her
a contribution of property would qualify as a charitable contribution
pursuant to federal |aw would be advisory. The July 21, 1998, amendment
removed the requirenment for obtaining an IRS ruling on whether the entire
contribution is eligible for a charitable contribution deduction. However,
the bill still contains requirenents that the donation of property satisfy
the requirenments for a deduction under the IRC and that the FTB provide an
opinion that the contribution qualifies as a charitable contribution under
the IRC. The reference to the FTB opinion al so should be del et ed.

The reference to the IRS opinion was to provide the Secretary of the
Resources Agency and the taxpayer wi th assurances that the entire val ue of

the contribution will be available for a charitable contribution deduction
There is a chance that the IRS may reduce the anount of the contribution by
the tax credits received under this bill as a tangible benefit received in

exchange for the credit. Wthout an IRS ruling, the Secretary of the
Resources Agency may be unable to accept the donation unconditionally and
the taxpayer would need to assess that potential risk in considering their
contribution under the terns of the bill

Pol i cy Consi derations

This bill does not include a sunset date to allow the Legislature to review
the effectiveness of the credit.

This bill would provide a credit for donating |and and/or water rights equal
to as nuch as 55% of the value of the property, nmaking a | and contribution
potentially six to eight tinmes nore val uable than any other kind of
donation. Additionally, in conmbination with the federal deduction for a
charitable contribution, this credit could provide sonme taxpayers with tax
benefits of al nost 95% of the value of the donated | and or water rights.



